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UNIVERSAL PAY-TELEVISION 


"Universal pay" is a system whereby an extra channel of television programming 
(without commercials) would be distributed to all 3.4 million cable homes in 
Canada. This would be accompanied by an across-the-board rate increase to all 
subscribers. The rate increase would be relatively low when compared to other 
methods of distributing pay-TV (e.g. $2 per month). The only hardware costs 
are those related to the reception of the microwave or satellite feed at the 
head-end, and thus a maximum amount of money can be allocated to the production 
of Canadian programs. However, there is no choice involved for the subscriber 


who must receive the extra channel and must pay the increased rate. 
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INTRODUCT ION 


That the debate presently building around the introduction of a pay-television 
service into Canada echoes that of the founding of radio in the late 1920s 


should come as no surprise. 


Pay-television represents the advent of an entirely new system of mass 


entertainment broadcasting, supported directly by viewers. 


As such it has great consequences for this country's capacity to survive yet 
another perceived threat by the American-controlled motion picture industry, 


aided and abetted by Canadian entrepreneurs looking for short-term gains rather 


than at the long-range effect on the nation as a whole. 


PAY-TELEVISION: THE UNIVERSAL MODEL 

A SUMMARY DESCRIPTION 

A key point in the Minister of Communication's priorities for pay-television 
in Canada is that the system contribute substantially to the improvement and 
range of Canadian programming and feature films. The universal model accepts 
this premise with the goal of channeling 75% of gross revenues toward 
programming and rejects a hardware heavy--and therefore dollar draining-- 


approach. 


At an overall increase of $2 per subscribing CATV household, a new pay- 
television service would become available on a national basis as part of the 
cable service. It is the cheapest form for the consumer. In effect it creates 
a strong Canadian entertainment alternative to expensively-produced US broad- 
cast television programming and lessens a threat of more US feature films on 
subscription or pay-per-program pay-TV, preserving cultural integrity. With 

an appropriate re-run schedule and a limited on-air day, fragmentation of 
audiences for Canadian television stations is lessened and the calibre of 
programming maximized. By transferring funds from the system through the CFDC, 
new monies become available to independent producers to augment both over-the- 
air series television fiction programs (an underfinanced sector of the broadcast 
economy), as well as feature film production. The pay-television system itself 
programs and distributes a daily mix of offerings (about six to eight hours) 
but does not produce. It chooses from available product--mostly Canadian, some 
American, some foreign--or commissions made-for-pay-TV features. The actual 
distribution mechanisms are fully compatible with regional or provincial needs, 


providing a national economic base with viable regional programming goals. 


Specifically, 3.4 million CATV households yield a gross of $81.6 million 
annually. On a $2/month basis, 25¢ goes toward satellite or regional microwave 
distribution; 10¢ goes toward operation of the agency and publication of 
program guides; CATV companies receive 15¢ as a rental/maintenance fee; and 


the remaining $1.55 goes toward programming in these ways: through the CFDC, 


for television program assistance, 35¢; for feature films, 50¢; for purchase 
of film product, 35¢; and for commissioned product, 25¢; a contingency of 5¢ 
is available. Thus 72.5% of gross revenues or $59.16 million goes to pro- 


gramming, well over 75% of this to the domestic industry. 


The actual content is equivalent to and exceeds that proposed by Pay Television 
Network, offering more diversity than the market-based, mass-conscious system 
would be capable of--particularly in the ability to show a wide range of 
Canadian and non-American feature film products. By not relying on US features 
for over 75% of its programming, the system may get better bargain prices for 
purchase of US products and may even enter into reciprocal feature sales with 


an American pay-TV system such as Home Box Office. 


Most important, the universal pay-television system clearly establishes a 
uniquely Canadian solution for implementing pay-television within the next 
three years, without closing the door on further options in the future: 
pay-per-program, a national arts subscription channel, or even subsidiaries 
of US-based systems. It guarantees only a firm domestic base on which to 
grow, compatible with both federal and provincial desires. By using the 
network philosophy it allows for interconnection to domestic satellite for 
almost all CATV systems, as well as for a possible CBC-2 service, federal 
House of Commons and provincial legislature (real-time) channels, and other 
systems too costly in themselves but affordable when integrated into 
universal pay-television. It therefore allows Canadian technological imperatives 
to be "humanized" and "culturalized" to serve the regions with strong 


domestic product. 


A SUMMARY OF MONEY ALLOCATION 
1. Subscriber base: 2.9 million English grid 
-5 million French grid 


324 million totals 


The sizes of the grids are determined by selection of CATV systems that may be 
interconnected by regional microwave, each new system being economically 


viable through a cost-sharing arrangement with the regional systems. 


Satellite would slightly extend the reach to several remote systems which, 


in the above case, are calculated as stand-alone systems. 


Ds Breakdown of expenditures 


Per subscriber Per subscriber Annual 

Expenditures per month per year gross 
(millions) 
Distribution costs cata $ 3.00 $10.2 
Service/Maintenance fee to CATV 215 1.80 Gok 
Agency operations/ Schedule LO Le20 oe 
CFDC reallocation--television 035 4.20 14.4 
--feature film /o0 6.00 202 
Acquisition--film product By i) 4.20 14.4 
--commissioned. veo 3500 LOe2 

Totals $1.95 $23.40 $80.0 


3. Breakdown of programming expenditures 
To purchase feature film product the agency would have $14.4 million for which 


English- and French-language rights for several runs would be obtained. Devend- 
ing on the type of feature purchased and its Canadian box-office return, an 
average buying price would range from $50,000 to $300,000. It is likely that 

at least one foreign feature a week would be obtained, plus one Canadian 


feature every second week. 


As well, commissioned product could consist of the following mix: 
A weekly international soccer/other sport event 

transmitted live from an EBU member $ 10,000 x 52 events 
A weekly domestic away-from-home hockey or 

baseball game (no siphoning from the 

broadcaster) $25,000 x 52 events 
A weekly general (mass) audience music special $ 75,000 x 52 events 


A weekly special-interest concert, stage play, etc. $ 75,000 x 52 events. 


Or the agency might decide to underwrite the cost of production (aside 
from CFDC grants allocation) for specifically made~for-pay-television 


Canadian features. 


4. Television program assistance 


Central to the universal pay-television system is a method of providing a 

pool of funds available to make up for the cost differential which both 
broadcasters and independent Canadian producers believe exists between revenues 
generated by advertising sales of television series and their cost of 
production. Since a half-hour filmed drama might cost $65,000 to produce 

but only return $15,000 on air-time sales, this fund would provide the 
difference. With this money available, Canadian producers could undertake 
popular drama series comparable to those from the US and Britain, and maintain 
the Canadian integrity of their programs by avoiding co-productions with 


foreign countries. 


A fund of $14.4 million allows for 184 half-hours of this popular form of 
television which could be offered or co-produced with the three commercial 
networks (CTV, Global-western independents, TVA). Additionally, upwards of 


20 pilots annually may be undertaken. 


This in effect creates a strong economic base for television programming not 
now available, and allows commercial broadcasters to compete with US pro- 
gramming and stations with comparable Canadian series. The vast majority of 
successful Canadian sales have been of programs that are uniquely Canadian, 


not co-productions with US companies which undermine the cultural integrity 


of the production. 


5. Feature film assistance 

Both this and the TV program funds would be administered by the CFDC under 
slightly altered terms of reference. The $20.5 million would be an annual 
sum far in excess of what the CFDC now has available to it. It would be able 
to support the level of productuion suggested in the Secretary of State's 


Tompkins film report without further need for Parliamentary grants. It would 
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also allow for less dependence on foreign capital, and therefore less 


content control, for the production of features. 


Producers would have the option of doing popular commercial features that 
might only be seen on the pay-television system in Canada, for which most of 
the money would be covered by the CFDC grant and the lower purchase price, 
or they could do higher budget films for normal cinema distribution and 


subsequent pay-television purchase. 
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PAY TELEVISION AND CABLE IN CANADA 

The CATV industry in Canada could be termed a mature one. Its further growth 
in the period past 1978 will not come from new subscribers but rather from 
the offering of new services. Pay-television, or more appropriately a movie 


channel, is among the first of these new services. 


However, should Canada get a pay-television service, most of the benefits 

derived would go to the CATV companies themselves, who according to confi- 
dential Commission studies are quite healthy financially speaking; to the 
American film distributors, who control virtually all the product that a pay-TV 
system would program and who already export an annual $65 million to their parent 
companies; and to pay-TV subscribers,who would see recent feature films, uncut 


and uninterrupted by commercials. 


With the potential for generating substantial revenues--by some estimates 
an $8 optional/subscription channel would yield upwards of $65 million 
annually--there has been a suggestion that 15% of the gross be directed 


toward Canadian production of feature films and some television programming. 


Thus in Canada, pay-television as well as the CFDC would provide a new revenue 
base for an emerging, struggling industry, on the surface almost doubling 


overnight the annual dollars available for independent producers. 


THE FACTS 

The CATV industry has continually insisted that it wishes to offer, as a part 

of its service, a motion picture channel. Numerous systems had in the past 
carried such programming until the CRTC asserted in its December 1975 policy 
paper," Policies respecting broadcasting receiving undertakings (cable television)", 
that this was contrary to waht was expected of broadcast receiving undertakings. 
In their push for pay-television cable operators have reasserted their desire 

to offer this service, primarily to make their service More attractive, but 
also to keep pace with what US systems offer. And since considerable publicity 
of Home Box Office ( HBO) has been generated in the US to promote and market 
that service, it is inevitable that there is some perceived demand for it here 
in Canada. A department of Communications confidential document recommended, 

in effect, that concentration and expansion of new broadcasting services in this 
country be accomplished not through licensing new over-the-air stations, but by 


delivering existing ones via cable. 
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These two issues have now merged. Any added services offered on CATV will 
inevitably contribute to increased levels of penetration throughout the 
country: not just to deliver off-air television signals, be they Canadian 
or US, but also services like pay-TV, alphanumeric information, etc. Given 
the present high levels of CATV penetration in Canada, a pay-TV service 
utilizing the delivery system of existing broadcast receiving undertakings 
could reach, within months of its introduction, almost as many subscribers 
as HBO has achieved after three years of marketing. This is the significant 
factor which should be considered in the Canadian thinking regarding a pay- 
television service. Its impact will be considerably greater in this country. 
For this reason, we must look closely at how pay-TV. can be used to provide 
missing elements in the Canadian broadcasting system and offer certain 
social and cultural options that can benefit and not undermine present 


commercial broadcasting. 


THE FUTURE 

A pay-TV service predicated on the wholesale use of American feature films, 
with an implementation date of 1978, faces some interesting consequences. 

In 1978 both RCA and Phillips/MCA will have begun to market the videodisc 
systems we have heard much talk about. Given the spectacular pattern of audio- 
cassette and eight-track cartridge marketing and growth, it is possible that 
such a low-cost consumer product using exactly the same content as a pay-TV 
service could render US movie-based pay-TV obsolete: it will have nothing 

new to sell, and it has the disadvantage of being tightly scheduled as 


opposed to the optional usage pattern of the videodisc. 


Developments in electronic metering (by Canada's Bell Northern Research) and 
advanced and inexpensive descrambling/ordering equipment could make _ the 

concept of pay-television as a subscription channel outmoded as early as five 
years from now, when people will be able to choose and pay for only what they 


want to watch: the true home box office or pay-per-program approach. While 
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at the moment this concept is premature, it will not be long before a 


technology that is far more efficient and effective will be available. 


A blanket acceptance now of what is in effect an obsolete technology could 
preclude the development of true consumer-demand entertainment. Mass audience 
orientation to pay-TV could also close the door on more selective audience 


forms, e.g. a national arts channel. 


A SOLUTION 

Given the desire of CATV companies to offer a motion picture channel and the 
high penetration level of CATV in this country, as well as the enunciated 
broadcasting policy for Canada which has always attempted to ensure the 
provision of a service of social benefit to Canadians while reinforcing the 
single system approach, it should be possible to supply a pay-TV service to 

a majority of Canadians. Such service would be available to all cable sub- 
scribers for a modest blanket increase to the monthly cable fee, consistent 
with present augmented and new services policy. A Crown corporation would be 
set up to provide microwave or (if financially viable) satellite feeds on a 
regional basis, purchase and commission but not produce product, and furnish the 
CFDC with sufficient monies to create a truly independent national film and 


television program production industry. 


PRODUCTION MONIES 

Pay-TV service must provide a stable financial base for a Canadian production 
industry which is independent of taxpayers' money. It must ensure exposure 
of our own domestic productions as well as the best of those of other 
countries, including the United States. The pay-television proposal of the 
CATV industry which is based on the American HBO model, could, if it fails, 
have severe repercussions for the entire industry. A more secure and permanent 
mechanism is required, and the "universal pay" proposal provides it on a 
number of levels. First, a substantial percentage of the monthly increase 
would go into a fund which would be available on a grant basis to producers 
of qualifying Canadian films and independent television programs. It would 
provide about 20% of their overall budget for these productions. Since the 


fund would be continually renewed, returned dollars from sale money would stave 
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off operating increases. This would, in effect, be a form of taxation on CATV 
viewers for watching foreign product, whether American movies or television 
stations. The increased fee portion would provide the money needed to improve 
the quality of domestic television productions and create a base for the 
independent industry that both the Tompkins and Edmunds reports, to the 
Secretary of State and Minister of Communications respectively, have 
recommended be set up in Canada. This would provide a high level of domestic 
film production, integrally Canadian, giving several possible features annually 
for international sale versus a dependence on "planned" international, quasi- 
Canadian features in fewer numbers as proposed by PIN. It also keeps the 
option open for future pay-TV forms like subscription arts channels or pay- 


per-program events services. 


Second, the CATV systems would be paid a service charge for their carriage 

of the signal. Providing this channel on the basic service (in place of an 
American station, thus aiding the local broadcaster) would require no hardware 
costs, no promotion or marketing expenses, no added staff or collection 
problems. Cable operators could use this new service to increase their 
penetration, and make a few cents pure profit. The signal would be delivered 


by the agency to each head-end. 


The remaining money would be used for the purchase of product. The service 
would offer the CATV subscriber one first-run US feature film plus a Canadian 
or other foreign feature weekly. But within the course of a limited six to 
eight-hour schedule there would also be provision for children's cinema, "art" 
films, "adult" films, special productions, and possibly away-from-home NHL 
hockey games. Such a service could have a wide range of appeal, would not be 
dominated by American product, and could provide exposure for a range of 


Canadian feature and other foreign productions. 


THE PRICE 

Optional pay-TV service has been proposed at $8 per subscriber per month. 
For this sum two US feature films weekly would be offered. Yet it is likely 
that the Commission would impose some form of Canadian content regulation, 


And given the high level of "churn" in existing American systems, CATV 
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companies soon would be blaming their subscriber losses on this Canadian 
programming, saying that they are already supporting the industry with their 


15% “surtax" and need content relief. 


Public expectation of any new service is always greater than that service is 
able to deliver. This is the case now with pay-TV in the US. Product is 
difficult to obtain now and decreasing levels of production will further 
aggravate this situation. For $8 people will be expecting a feature of the 
calibre of "The Sting" every week, and will be unhappy to get grade "B" movies 


instead. 


However, by setting the cost of the universal system at a modest $2, and 
delivering a balanced and appealing service, offering at least one US and one 
Canadian or other foreign premiére feature a week (eight to 10 monthly), 

plus a range of other content for less than the cost of a single cinema ticket 
audience expectations could be met easily, and marketing and start-up costs 


kept to a minimum. 


THE RESULTS 

On the basis of three million English-speaking homes and a half-million French- 
speaking homes, the "universal pay" approach would generate $7 million monthly 
or $84 million annually. A CRIC analysis of this model indicates 

that the cost of delivering the service to the optimum network, plus overhead 
for the agency, commission to the CATV systems, and provision of a bimonthly 
program schedule, takes up 23% of gross revenues. Taking 45% as the sum going 
into the fund gives abasis of $34.9 million for the production industry, 

a very substantial sum that is three times greater than the most optimistic 
projection to be generated by the 15% levy of the CATV industry proposal. 

The rest of the money can be spent on product, at the same level HBO uses for 
its product purchases (32% of gross). In effect, high hardware, installation, 


marketing, and other costs have been eliminated to ensure a solid production 


industry base. 
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BARGAINING FOR PRODUCT 

The service now becomes undeniably Canadian in both form and content; the 
American product is an adjunct to it, much like the situation in broadcasting. 
This allows true bargaining to take place, which in effect lowers the price 

to be paid for this US material and creates the possibility of reciprocal US 
sales of Canadian features--HBO is desperate for new made-for-pay-TV product 
of all sorts. With our scale of production this new market could be well used 
by domestic filmmakers without losing the integrity of the Canadian themes of 
the film product. Instead of having to spend about $12 million per year on 
US features, as in the CATV proposal, the situation now would be that the 
limited exposure time on the system of the US features can force the price 
down considerably. And in turn Canadians are not “ripping-off"' the Americans 


for cheap product, but paying a fair price for the service being offered. 


THE "UNIVERSAL PAY" CABLE APPROACH DEFINED 
Clearly there are valid arguments both for and against any type of compulsory 
service. What follows are the major arguments that may be advanced in regard 


to a universal approach. 


In Support 


In its national survey of attitudes toward advertising,” the CRTC's Research 
Directorate ascertained that given the choice, 50% of Canadians would pay 
directly for better television programming. Given this support (34% would not 
pay ) for an improved programming environment indicates a genuine desire for 
some non-commercial alternative service, the universal approach can be 


rationalized if it indeed offers such a service. 


1. A nationally-licenced federal Crown corporation, programming what is in 
effect a new network, would be a significant jurisdictional factor, but it 
could also be integrated with the Saskatchewan system and could help to 
guarantee Québec's cultural sovereignty needs, thus anticipating future 
provincial concerns. 

2. There will be minimal capital investment required for hardware, doing 
away with the need for traps, descramblers, etc. 

3. The service will require no "negative" installation or maintenance; 


security worries are no longer a concern, 


* Attitudes of Canadians Toward Advertising on Television (Ottawa: Supply 


and Services Canada, 1978). 
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4. Billing and other related services will continue as is. 

ae Marketing costs will be nil and the considerable effects of "churning" 
will be eliminated (granted there may be some disconnects of present 
subscribers who might feel the new rates are too high). 

ae The appeal of cable will increase with this "movie channel" and penetra- 
tion can continue in several already "saturated" areas. 

Ms More dollars immediately become available for programming as the 
distribution costs become the only consideration (after establishing 
the required regional centers), therefore contributing far more money 
to the stated goals of (i) assistance to the film industry; (ii) directing 
a "head tax" for watching foreign networks over cable--consistent with 
duties imposed on books, etc.--into a fund to finance improved tele- 
vision programming. (Canadians demonstrate they will watch 
domestic dramas when available, but in the present financial structure 
of over-the-air TV most broadcasters cannot afford to produce this type 
of programming); (iii) arbitrarily minimizing the dollars available for 
purchase of foreign (read US) feature films on a stronger logic than an 
out-and-out pay-television service; (iv) offering a maximum service to a 
maximum audience. (Two different systems in Canada and Québec might be 
politically unacceptable). 

oy It provides an immediate form of pay-television with very little new 
technology, and prevents us from being trapped in a system which would 
negate advances in pay-per-play or selective subscription forms 
that can and will emerge within a five-year time-frame, either on other 
pay-TV CATV channels or over-the-air. 

9. It creates in Canada a type of service that is distinguishable from the 
American developments, one that fits the current economic growth of the 
CATV industry and perceived audience demands for a premium, non-commercial 
television service, and which can be mediated by the Commission in much 
the same way as current broadcast television is. 

10. Given high cable penetration in this country, it does not in reality 


discriminate against a substantial part of the Canadian public. 


Against 


The negative points that may be raised with the "universal pay" concept are: 
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1. There will be no option for cable subscribers; they will have to pay 
the higher rates. What will be the political acceptability of such a 
decision? 

2. Universality means that households will be exposed to forms of programming 
which might be considered undesirable in the home environment. This will 
make consideration of a form of censorship necessary, if that is advi- 
sable, but any form of pay-TV raises this basic problem. 

3. American culture will be an inevitable part of the service, since many 
of the feature films will likely be from the US, but its influence will 
be lessened in the overall program mix and its influence far less severe 


than in any other form of pay-TV. 


THE SCHEDULE 

The schedule is established so as to offer a maximum profit for the production 
industry while reducing the impact of American products, in order to fill a 
social function by offering alternatives to the viewer in certain time periods. 
It is predicated on a "universal" application of pay-TV that permits a smaller 


turn-over of film features, etc. 


The overriding philosophy of this type of service is that it should have the 
least impact on existing entertainment sources, including broadcast tele- 
vision and motion picture cinemas, while providing the subscriber with a bal- 


anced program mix fulfilling certain national social and cultural needs. 


The selection of premiére features will be such that the best American out- 
put can be used while staying clear of the "B'' movies that are used to fill 
the cinemas in off-peak periods, movies specifically aimed at teenage 
attendees (e.g. films from American International, Hammer Films, etc.). It 
is estimated that the impact on attendance at theaters can be minimized. As 
well, the selection of films from other than US sources can be improved, 
since Hollywood itself produces fewer than 40 films annually. With the 
addition of five to 10 Canadian features, plus those from a handful of 

other countries, a sufficient supply of each type of attraction can be 


programmed. 
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Schedule: 
Universal Pay-TV 
a ee en, 0 BOER Nee Pe ee ee 


Time Monday Tuesday Wednesday Thursday Friday Saturday Sunday 
fist lui ah + Sent Oe ae ee ae ieee Op eee > eee mens ti Tk I Aa 


10 am Child 
12 noon 2 

12 noon Child Child Child Child Child Child 

2 pm L Z fi 2 1 1 

2 pm EnFeat EnFeat PrFeat Spec EnFeat Sport ArtFeat 
4 pm A B A R A A A 

9 pm PrFeat Spec ArtFeat PrFeat Spec PrFeat Sport 
11 pm A A A R A B 
11:30 pm ArtFeat "A"Feat "A"Feat ArtFeat "A''Feat "A''Feat PrFeat 
1:30 am A A A A A A A 


Child 1,2: Children's alternating series of features gathered from around the world, 
also specially commissioned features. (Each film would be presented six times in two 
weeks. ) 


PreFeat: Each week a new premiére release feature film which generally will be American, 
but given the limited number of such films would include Canadian (at least one per montt 
or 20%) and foreign major productions (five times in single week). 

EnFeat: Residual rights will be negotiated for each PrFeat to be replayed with- 

in one year of first play (three times in a single week or mixed with others). 


Sport: Live coverage of major team sport event. Saturday might be international 
soccer via satellite; Sunday, away-from-home hockey games. 


Spec: Specially commissioned productions of plays, concerts, etc. with a new 
Canadian production each week, produced in a pool comprised of the English- and the 
French-language pay-TV networks(with perhaps 20% non-Canadian productions possible). 


ArtFeat: Rather more esoteric types of feature films, often called "art films", 
which are not normally seen on TV or in most city theaters. Could also include 
some CFDC experimental as well as certain other Canadian feature films (not 
more than 20% annually from any other country), four times in a single week or 
mixed with others. 


"A"Feat: Generally will be adult-rated, soft-core films from numerous source 
countries, including Canada, France, etc., late at night, four times in 4 single 
week. 
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Art features allow for additional sources of films to be added to the mix and 
create a new public for this kind of production. Also, many Canadian features 
fall into this "slightly-less-than-commercial" type of film which have marginal 
distribution in the limited theatrical circuit even though they maybe excellent 
films in international terms. At times it would include films from Australia, 
Germany, Italy, France, etc. and, given the type of market that exists, very 
little US product. X-rated or "adult" features are virtually expected of pay- 
television. They are easier to accommodate on a pay-per-play system, since the 
viewer must order them up and therefore willingly admits them into his/her house. 
To overcome certain objections these would be run late at night. The determina- 
tion of acceptable soft-core/hard-core features will have to be a decision of 
the board of the agency. Censorship and local police obscenity concerns will 


also have to be taken into consideration. 


The schedule provides for children's movies in the two time periods where 
broadcast television abandons this group for adult audiences, around noon-time 
during the week and Sunday morning and early afternoon. The afternoon mix 
provides a service for the shift worker who doesn't have access to major 
attractions during evening hours, as well as for the housewife wishing a 
change from game shows and soap operas. A late start in the evening allows 
for easier parental guidance of children's viewing habits, since most premiére 
features may be restricted (though not X-rated) and adds diversity to the 
later evening broadcasting schedules which tend to homogenize their content. 
The evening/early morning period allows for specialized programming and 


alternative reruns. 


THE MONEY 

Further work on this model yields the following sets of figures (A and B), based 
on the optimum network proposed by CRTC studies projected to 1978 and using a 
suggested (and inflation-adjusted) initial increase of $2 a month for each 


cable subscriber, to be frozen for the first five years of operation. 


Distribution of Income: A. Delivery and Overhead 


a ne pe rt a ig oe ee 


Item Per subscriber Per subscriber Annual 
per month per year gross 
(millions) 
on Ro ee ee eee ee Meee Cee ee eee Tr ae) eee ee 
Service fee to CATV operator $ mal $1.80 $ 6.159 
Distribution costs Pec 3.00 fOy ore 
Agency overhead and operations 10 120 4.106 


Subscriber base: 2.922 million English grid; .500 million French grid; 3.422 
million total. 


The following table, "distribution of Income: B. Program Acquisition and 
Production," is based on these premises: 


- to obtain bargaining for foreign (read: US) product the gross must be 


substantially reduced and thus a high "creaming" or surtax must be applied; 


this money goes directly to support financing schemes for feature films 
and independent network-calibre television programming, 

- given the small French-language base with no “equalization” grants, there 
must be enough support money for some production activity, 

- given the present CFDC support levels to French-language production, 
enough money must be allowed for purchasing product and commissioning 
original indigenous product, 

= there must be a high representation of Canadian product on the system to 
justify arguments that we are not living off US programming and indeed to 
create the proper domestic environment, 

- in reality an "independently programmed" new television network is being 
established which assists the weakened over-the-air existing system by 
adding revenues impossible under the current advertising rate structures 


(which equals about 5% of current US ievels). 
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Distribution of Income: B. Program Acquisition and Production 


By a a ne 


Item Per subscriber Per subscriber Annual gross Annual gross 
per month per year (millions) English 
French 
(millions) 


EPO I Ok te no ls TOA SE 987 fe eee i ee ee 


CFDC "levy" oe OU $ 6.00 $207 532 SL), 592 
3,000 
TV "levy" a 4.20 Lea de Ay 
2,100 
Film product 3) 4.20 As Vp: L2G 272 
2,100 
Commissioned product wo 3200 10,266 8,766 
. TO 
A and B total $15.95 $23.40 $78,019 
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The system channels the maximum number of dollars to the areas that most need it. 
Combined with the dispositions of Bill C-58, cable subscribers would redirect the 
estimated dollar drain toward domestic production of high-quality, competitive 
network programming. Indeed, based on the Tompkins estimate of 50% of capacity, 

the investment allows for $1 million for each of the 20 features the report says 

this country could produce. As will be seen in the breakout below, there is 

enough money to pay substantial sums for feature films without being overly generous 
(ideally based on a sliding formula to favor a point-form system of Canadian content) 
so a possible cartel approach by US suppliers cannot be justified on the basis of 
their not getting much money for their product. And commissioned product allows 


for both sports and special to be produced in substantial numbers. 


The return to the CATV operator is actually quite generous, giving them an 
automatic revenue increase of 4% plus whatever new subscribers come on line for 
pay-TV services (on which their new margins will be far larger). It reduces 
any drain on capital markets which would be required for equipment and allows 
pay-TV to go on stream in every center quite quickly, with few distortions 
based on start-up and supply problems. Further, should evidence show that pay- 


TV is not working, that viewers are not overly impressed with the system, then 


the investment made is minimal, hardware is not redundant, and in the long run 
the over-the-air broadcaster will not be hurt at all. In effect, there is 


little cost in "turning the licence in." 


ye 


PRODUCT MIX 

Such a system is much more amenable to regulation in the national interest. 
The increase can be justified by providing a minimum of one Hollywood-type 
movie a week (i.e. consumer anticipation) while avoiding the raised expect- 
ations (and hence high "churn") of nightly blockbusters for $8 and at the same 
time providing more selective types of films, concerts, and other events 
(including competitive sports in the form of away-from-home games) to those 


minorities who claim such a role for pay, but who, with "churn,’' drag 


the system into the more commercially acceptable mass areas. 


In the area of film product, there is already a shortage of high calibre 
features. Even in a system offering two features weekly requires 104 
films a vear. This means a rapid entry into "B" movies of dubious 
acceptability. However, the universal concept allows for a children's feature 
daily, a competitive Hollywood or. even Canadian feature five nights a week 
(minimum play), two sports events and one special weekly, and more esoteric 
types of films like a nightly soft-core and/or “better'' foreign or domestic 
"art" film. The increased funding of Canadian films will provide a sub- 
stantial increase in the number of films available for use on the system. 
The additional categories reduce the effect of Hollywood on the system and 
add cultural diversity (and allow for non-Canadian product to be limited to 
15Z to 20% from any one country without endangering audience appeal of the 


channel). 


A distribution of programming monies would look something like this: 
Budget available for purchased product: $14.372 million ($12.2/72 miiion 
English, $2.1 million French): 


Children's cinema $ 30,000 
General features 160,000 
Adult 20,000 
"art" features 30,000. 


Given an average available budget of $59,000 per feature per five plays, a 
formula would be devised to increase the amount for "seneral features" (the 


primary product presumably watched by most people and worth more to the 
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network and the distributor) yet be in balance with potential audiences 
reached.* The rates remain between five and ten times the present level paid 
for over-the-air network exposure of the same features when they become 
available. There is also a component available for a negotiated range to 

give the impression of a reasonable market position for the seller, even though 


only one buyer would be involved. 


Commissioned programming could consist of the following mix, based on 
anticipated market demand: 


A weekly international soccer match delivered live via 


satellite from Europe at a cost of $10,000 $10,000 X 52** 
A weekly domestic away-from—-home hockey game/locally 

blacked-out football $25,000 X 52** 
A weekly general (mass) audience music special . STS OOO RR 452 
A weekly special interest concert, stage play, etc. $75,000 X 52 


This totals $9.620 million. Such productions, due to their nature, can be produced 
jointly by the English- and French-language networks, maximizing the funds for 


investment and exposing the best of both cultures. 


The benefits of specific production for the pay-TV network are two-fold. 

They provide future runs and sales to broadcasters, either network or locally, 

for subsequent runs, as well as foreign sales either to pay-TV systems like HBO 
or other countries’ broadcasters. However, over-the-air broadcasters in Canada 

should not be seen as major resale or even co-production partners for such 


productions. 


BBM monitoring would allow the major features to be paid for on a direct 
audience-level basis. 


** Realizing the seasonal nature of sports, the figures are averaged over 
a 52-week year, but on balance provide for possible sub-networks of 
Vancouver, Toronto, and Montréal away-from-home games requiring separate 
feeds but not necessarily carried exclusively in each market. 
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THE AGENCY 

This cursory examination will avoid any recommendations as to the precise 

nature of the programming agency for pay-TV, but will be based on either a 

Crown corporation appreach, or on a non-profit private corporation (i.e. 

profit reinvested in more programming for the pay-TV service and over-the-air 

broadcast services). The major difference between the two would be the role 
of its board of directors and its composition. That, as noted, is beyond our 
study here. Assuming the agency will both purchase and direct investment 

into independent productions (sports and other types), as well as provide 

the basic feed and/or tape packages, it will have two important wings, in 

addition to the support functions, one providing overall marketing and 

publishing (the program guide/schedule) group, the other an affiliate relations 
group, as follows. 

President: reports to the Board, directs the policy operations of the agency. 
Staff to include executive assistant and secretarial support (4). 

VP English Network: co-ordinate Raelish services with managers of English 
procurement and program commission and their support staff (6). 

VP French Network: co-ordinate French services with managers of French 
procurement and program commission and their support 
staff (6). 

VP Operations: with managers of distribution services and traffic, the former 
in charge of engineering, packaging and network feed, plus the 
necessary operations staff in five offices (Toronto HQ, Montréal 
FrHQ, Vancouver RO, Halifax RO, and Winnipeg RO) (35).* 

VP Marketing: with managers for English and French and staff covering 

public relations, advertising, publications, audience research (10) .* 

Executive Director: will co-ordinate the activities of the other VPs and 
maintain intergovernmental affairs and affiliate relations, legal 
affairs, contract ratification with one representative in each 
regional office (7). 

VP Administration: with subsections for personnel, finance, travel, and other 


internal operations (10). 


* These two management staffs would work in tandem to provide complimentary 
services to both network VPs. 
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The total complement should be about 78 with an average salary of $25,000 

plus an additional $5,000 in benefits for a salary bill of $2,340,000 given 
1978 rates of pay and the generally high level of staff members. The actual 
day-to-day running expenses of the agency are a bit more difficult to estimate, 
though formulas can be found for comparable organizations. In addition, 


amortization of equipment and other capital outlays must be included. 


By way of a rough estimate, the operations/administration budget of CTV in 
1975 was just over $4 million. Taking relevant areas of charging and applying 
them to a pay-TV network agency, an estimate of $1,100,000 may be appropriate, 


including facilities and office rental. 


An additional cost not included in the above is the monthly program guide. 
Given that most CATV subscribers are billed quarterly, it is logical that a 
quarterly guide be published. However, given the expected life span of any 
publication in a household, and the problems of scheduling too far in advance, 
bi-monthly is more reasonable. In printing quantities of a l6—page guide over 
250,000 lots, a per copy cost with color and graphic design could range to 
just about 10¢. Handling and postage would add an additional 15¢ to the cost, 
meaning a per subscriber cost of 25¢ six times a year, or $1.50. Universal 
penetration would bring these costs to $4.5 million. However, a cheaper and 
more effective approach would be to include a monthly insert to the three 
national weekend color supplements, reducing the basic printing cost and en- 
suring virtual universal distribution, plus promotion of CATV and the service 


to potential subscribers. 


Thus the budget for the agency would be in the range of $7,940,000 annually. 
The extra 10¢ ($1.90 vs $2 fee) would provide for a contingency fund should 


satellite delivery be preferred. 
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ADDENDUM 1 


THE UNIVERSAL CHANNEL--A COST/REVENUE ANALYSIS 


Optional Subscription Channel 


An internal CRTC staff study derives the total cost and revenue elements 
for the case of an optional subscription channel, and these elements are 
used in the following analysis. This was done in terms of the following 


steps: 


Ls establishing the total number of cable subscribers in 1978 

Pag estimating the total number of pay-TV subscribers in 1978 

Se deriving the optimal network for each distirbution option: two 
distribution options were considered, microwave and sattelite; 
French and English networks were considered separately 

4. costing: the total cost consists of the following cost elements: 
a. billing and administration 
b. marketing 
c. delivery of signal (descrambler/trap) 
d. programming costs 
e. distribution 

a deriving total revenue by simply multiplying the total number of pay 
subscribers by montly rate which as assumed to be $8 


G7 defining surplus simply as the total revenue minus total cost. 


Mandatory Universal Channel 


Unlike the optional subscription channel, no descramblers or traps would be required 
for the universal channel, since the addtional channel would be provided to all» 
cable subscribers at some additional cost in addition to the regular monthly 


cable fee. 


Therefore in our cost elements we have 
a. billing and administration: no additional cost is assumed 


D. marketing: unlike the relatively high monthly rate for the optional 
subscription channel, a very small incremental cost is assumed in the 


case of the universal channel. Since this channel would be offered at 


a very small incremental cost ($1 or $2 rather than $8), it is assumed 
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that regular cable marketing efforts would be sufficient to maintain 
the same level of cable subscribers. Thus, no additional marketing cost 
is assumed and it is also assumed that there would be negligible change 


in the number of cable subscribers due to this additional channel. 


Cs delivery of signal: since no trapping or filtering services are 


needed, there will be no delivery cost. 


rs programming costs: while in the cost of the subscription channel it is 
reasonable to a-sume the programming costs as a certain percentage of 
gross or net revenues, in the case of the universal channel, the 
programming costs are less likely to be determined (or negotitaed) 
in the same manner. They are more likely to be fixed, and smaller, 
rather than strictly a function of gross revenues. Nonetheless, 
for the sake of comparison between the universal channel and the 
subscription channel, the programming costs are assumed to be 302 


of gross revenues. 


e. distribtuion costs: in the case of the subscription channel, a microwave 
distribution network was found to be prefereable to the satellite mode 
of distribution; we will consider only the microwave option in the case 
of the universal channel. Two types of costs would be considered under 
distribution costs: origination facilities and microwave costs. To be 
consistent in our comparison, the same quality signal is assumed in terms 


of origination facilities. 


Cable subscribers in 1978 

Total number of English cable subscribers 2a 9295 
to be considered for pay-TV: 

Total number of French cable subscribers 500 ,243 


to be considered for pay-TV: 


Pay-TV Network 


Like the optional subscription channel pay-TV network, the universal channel 


would consist of two components: optimal microwave network; and stand-alone. 
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Optimal Microwave Network: In the case of the subscription channel, 

the configuration of the optimal network depends upon the assumed level 

of pay-TV penetration and monthly rate. The universal channel optimal network will 
be a function of the monthly rate. When there is a penetration of 22.5% of the 
English optimal network covers 80.3% of cable subscribers. [In the case 

of the universal channel, for a monthly rate of $1 or more, it can be 

easily shown that the optimal network would be at least as big as the 

optimal network in the case of the subscription channel corresponding 

to a pay-TV penetration of 22.5%. It would cover all communities 

included under the subscription channel optimal network and perhaps some 


additional ones. 


Since the subscription channel optimal network covers 80.3% of total cable 
subscribers, and communities excluded from the network are considered for 
stand-alone operation, it will make very little difference to assume the 
same optimal network for the universal channel as well: 
Number of cable subscribers in the network: 2,346,314 (80.34 of total 

English cable subscribers) 


Distribution costs: $205,970/month. 


Stand-Alone Component 


Assuming the same stand-alone components and similar origination 
facilities as in the case of the subscription channel: 
Number of cable subscribers served: 538,825 (18.44% of total English 


cable subscribers) Cost of origination faciliites: $144 ,213/month. 


English Pay-TV Network (optimal network and stand-alone) 
Total number of cable subscribers: 2,885,139 (98.7% of total English 
cable subscribers) 


Distribution costs: $350,282/month; $.1214/month/subscriber. 
French Pay-TV Network (optimal network and stand-alone) 
The total number of cable subscribers to be served by the universal 


channel and total costs involved can be calculated similarly and are 


given as follows: 
Total number of cable subscribers: 479,479 (9.6% of total Canadian subscribers) 


Distribution costs: $94,871/month; $.1979/month/subscriber. 


Sate 


The higher distribution costs per subscriber in the case of the French 
network are due mainly to low avereage cable penetration in Québec. 

Table 1 gives annual revenues and annual surplus for various assumed 
monthly rates. At monthly rate of $1.50; $32.15 million are genereated 

as annual surplus. This is considerably more than the $23 million by 

an optimum pay penetration of 30% in the case of the subscription channel 
at $8 monthly. Table 2 is reproduced from the cay.ailgy Beene for comparison 
only. It gives annual revenues and surplus for three levels of pay 


penetration. 
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Table 1 
Annual revenues surplus at different 
Fates for the English and French Pay-TV network 


for the mandatory universal channel 


Monthly Rate 


EPeASe> $1 $1.50 ya¢4 ili haealie el 

Annual revenuc ($ million) 34.62 51.93 69.24 86.55 

Annual surplus ($ million) 202083 SOLS Ghia 564039 

French 

Annual revenue ($ million) Big hD 8.63 bbs Sik 14.38 

Annual surplus ($ million) | 2.89 4.90 6.92 8.93 
Table 2 


Annual Expected Revenue, Surplus, and Percent Surplus for the 
Microwave Option at Three Pay-TV Penetration Levels 


for the optional subscription channel 


English Service French Service 


Pay Penetration 


oh 22 cokeln 302 ps4 Belg’ 3) Ose 302 
eee 40.44 62.05 83.12 UD pies) Cun Maite) cc) 
revenue ($ million) 

Annual total 

4 : bi 22 3304 Sve le: 
surplus ($ million) a ace Ba ols 
Surplus as 2a. 7% 20.63% Pa a I T8687 2407 2 ea a 
percentage of 
revenue 


pet ye en De A se eee Ree Se Ng ee ee ee 


ro 3 Se 


ADDENDUM 2 


GROWTH OF UNIVERSAL PAY TELEVISION REVENUES RESULTING FROM SALES OF PROGRAMMING 


1.-. The Television Production Fund 
Assuming there are sales overseas and syndication sales in the US resulting 
from investments in television production made in association with the agency, 


the funds available for financing further production will increase over time. 


If, as suggested, a program "Suitable" for export costs $70,000 per half 
hour to produce, with $55,000 provided by the agency which in turn receives 
$30,000 from these other sales, then the rate of recovery is 552. It is 
also assumed that only 20% of investments will achieve these sales (it might 


be argued that this is estimate is pessimistic). The growth in funds over 


five and ten years is calculated as follows: 


Total contribution for production of 
television programs (1978) $--1453725000 


Agency share of pilots 1,080,000 


Investment in network programs 


available for sale $ 13,292,000 


20% of investment (revenue from 


program sales) $ e650 000 
Level in 1983 $5. 5620, 000 
Level in 1988 $ 5, 893,000 
Total TV levy in 1983 growth $ 17,324,000 (plus 202) 
Total TV levy in 1988 growth $ 17,606,000 (pdter22.) 


2. The Film Production Fund 


- : ‘ 
n the same manner, films financed by the agency will produce additional 


revenue i 
V n the form of Overseas sales, American sales, and in Canada sales 
’ 


to TV and cinema. 
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ADDENDUM 3 


ASSISTANCE FUNDS 


Central to the operation of a universal network pay-TV scheme is the 
creation of two assistance funds, one directing monies into the support 
of an independent television production industry and the other into the 


feature film business. 


The Television Production Assistance Fund 

The key support for broadcast television program production will come from 
this fund of money. Given the extremely high costs involved in the 
production of what can be considered "high input" television programming-- 
series and programs which tend to be dramatic in format, requiring consi- 
derable pre- and post-production time and resources--a high dependence 


‘upon US-produced material is clearly evident on Canadian networks. 


It is precisely this type of programming material which is 

in high demand and which, until now, Canadian television program 

producers have been unable to make on any major scale. With British television 
program exports always in existence, it has only been the marketing of 

"high input" series like "Upstairs Downstairs" and the various BBC "costume 
dramas" that have begun to allow UK exports to compete quite favorabl with 
American productions. A market does exist in both the Commonwealth and the 
United States, particularly amongst the unaffiliated stations in major 

markets, for such programming that has not originally been commissioned by 

the three U.S. commercial networks. It is to this niche in the U.S. market that 
Canadians should be directing their activities, rather than to the big three 
American networks. And indeed, recent CBC sales of "King of Kensington'' indicate 
the value of this market over the networks.* Given the tight control of programm- 


ing evidenced by network policy, it would be impossible to suggest that Canadian 


*Note a recent column in the Sunday ''New York Times" by TV columnist Les Brown, 


3 October 1976. 
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programs could break into the U.S. prime-time market. Developing projects for 


this market alternative now appears to be the more appropriate direction. 


There is still the problem of raising the money required for such productions 
outside the Canadian network structures? this is where the assistance fund 
enters the picture. The CRTC requires: that each television licensee -- jn 
this case CBC/Radio-Canada, CTV, TVA, and Global/and the other independent 
stations -- to replace a minimum of one hour of Canadian content weekly with 
a production of “high input" purchased from Canadian independent production 
sources, for airing during prime-time hours. A Canadian independent produc- 
tion source would be a company formed to produce television programming or 
feature films, having no financial interests or management control by a 
licencee. This is essential to develop an industry segment apart from the 
current vertically integrated system now in existence, companies like Glen 


Warren Productions, Champlain Productions, JPL Productions, etc. 


Each network would receive program proposals and would choose to develop, in 
partnership with the independent companies, several pilots each season. The 
network would decide if the projects would be half-hour or hour-long; film 

or tape; 13 or 23 weeks, etc. The fund would provide money for about 18 of 
these pilots annually, the network putting up 25% of the budget, the 
independent producer 10%, and the fund 65%. After production, the network 
would decide which series it wished to commission for the full season. At 
this point "losing" projects would recoup the 10% independent cost from a 
network single program sale (as U.S. pilots now do), or the property could 

be taken to another network or developed for syndication. This is essentially 
the method used for developing series in the United States, with the networks 


providing the risk capital. 


When the project proceeds into season production, the fund would put up the 
entire production budget for the given season length. The network then 
pays the company the current average half-hour internal production rate 
(per half-hour unit) for the right to present the series two times. The 
fund continues to carry the resultant deficit. The incentive comes from 


subsequent sales: the network and production company would retain 502% of 
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these sales, split them as contracted, and the fund receives the other 502%. 
This would represent the necessary "inflationary growth margin" required 
annually to off-set continual increases in the subscriber fee for pay-TV, and 
after five years of operation surpluses on projects will accomplish a good 
flow-through of new capital. Since the fund itself is continually renewed 
from monthly subscriber fees all additional dollars increase the assistance 


fund itself (see calculations in preceeding addendum) . 


What this means in actual dollars is that $140,000 is an estimate of the 
cost of a "high input" hour of television production, arrived at by 
averaging the costs of video tape production with those of film (tape at 
$90,000/hour, film at $180,000/hour). This is still half the production 
cost of an average US network series and does include a generous 15% 
"profitability" margin for the production company which might be needed to 
offset the high risk nature of program development and future sales 
possibilities, high interest rates, etc. It also represents an inflation 
rise of 10% over 1977 and 1978, planning for an initial on-stream date of 
the fall 1978 television season through 1979. 

Production funding: 

$140,000/hour x 23 weeks x 4 networks equals $12,880,000 and yields 92 
hour-units 

Network licence income: 

$40,000/hour x 23 weeks x 4 networks equals $3,680,000 


Pilot development funding: 
$140,000/nour less 35% equals $90,000 x 12 project hours equals $1,080,000. 


Thus the total demands on the fund in an average year would be $13,960,000. 
From the forecast of collected revenues a surplus of $412,000 remains. 
Given the formula of returned revenue, the network licence income to the 
fund would yield a return of $1,840,000. This money along with the 
$412,000 surplus may be used for individual "special productions" when 


combined with already-proposed CFDC funding of television production, 
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The CBC/Radio-Canada 

Given the fact that the CBC is already subsidized by taxpayers, it should 

not receive special treatment through, by what is in cssence,a second subsidy. 
However, in the above formula the Corporation is given a half-credit to 
encourage more outside productions, specifically a half-hour per network. It 
is felt that the policy is designed to aid the private sector and given 


the CBC's mixed role, this compromise is suggested. 


Foreign Co-Productions 


On the surface such co-productions may appear to be attractive by bringing 
additional funds to a project. However, given past experience with co- 
productions on CIV in particular, the cultural value of creating a 

"Hollywood North" is highly suspect. There is too much reliance on 

tailoring the project for the otker country's market which then transfers 
creative control out of Canadian hands. In fact, the very purpose of the 

fund is to encourage Canadian productions bv Canadians, which will sell abroad 
for their uniqueness and their difference from American formula series. The 


fund ir effect becomes the co-producer. This principle can, however, be re- 


considered in certain cases within strict rules in order to accomodate projects 


of special interest. 


The Feature Film Production Assistance Fund 

The question here is, does this fund duplicate the already existing Canadian 
Film Development Corporation. It is felt that more money needs to be channeled 
into feature film production to meet the demands that a Canadian pay-TV system 
will make on the industry. As well, given the development of Home Box Office 
in the US and its increasing need for suitable productions, this country may be 
in an ideal position to undertake a major role in production on our own 

terms. Further, given the impossibility of returning investment on feature 


films through the domestic sphere on their initial presentation, whatever 
help they can get in order to have access to international market is welcome. 
For these and numerous other reasons enunciated in other government film 


studies, this fund must be considered as a source supplementary to the CFDC. 
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The fund is conceived in order to dispose of enough money to finance 40 film 
productions a year up to a maximum of $500,000. This represents some $20 
million in new film dollars annually. Admittedly this is an ambitious level 
of production, given the 1976 figure of less than 15 feature films. But in 
five years' time, the demand for suitable product, especially in the areas of 
children's film, general interest features for the Canadian cinema as well as 
the sector of the Home Box Office and the American networks, will make this 
projection look rather modest. Indeed, the Thompkins report to the Secretary 
of State on the film industry determines that this is the capacity of the 
present system, given proper financial resources. (In 1975 France, Germany, 
Great Britain, Greece, Italy, and India each had over 30 feature films 


in the export market.) 


Like the television assistance fund, its return would be based on 50% of 
net revenues accruing to the film once production costs have been returned, 
less the fund's own participation in the project. Unlike the CFDC which 
must seek Parliamentary grants every few years, the fund is self-regenerat- 
ing and a relatively modest return-on-investment formula can be considered 


(i.e. calculation based on net rather than the usual gross). 


In most cases, projects approved by the CFDC for their support would be 
entitled to a level of assistance from the fund, a ceiling of perhaps 252 
of the overall budget or the $500,000 maximum mentioned earlier. However 
other projects that might not suit the CFDC guidelines but which do apply 
to the revised income tax guidelines can be considered. In any event, 
some criteria must be established for both assistance funds which do not 
allow for funding projects that can now be anticipated in Canada as a 


result of the loss of tax shelter status of certain US film investments 


under revised American tax laws. 
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